Introduction
Tobacco is one of the most controversial agricultural products in the world because of the health risks it poses to producers and users. Despite this controversy, global tobacco consumption will increase from 1.1 billion 'sticks' or cigarettes per day in 2001 to 1.6 billion by the year 2025, according to the World Health Organization. Supply is expanding at a rate that has resulted in a worldwide glut and a corresponding decline in prices. Production grew by 59 per cent between 1975 and 1997, with most of this increase occurring in developing countries. Between 1960 and 1989, the world price for flue-cured tobacco declined in real terms by about 1.1 per cent to 1.7 per cent per year. Between 1985 and 2000 the price per ton fell 37 per cent from US$1950 to US$1221. 1 Worldwide, tobacco is grown in more than 100 countries, but its production is mainly controlled by three multinational corporations: British American Tobacco (BAT), RJ Reynolds and Philip Morris (Hammond, 1998) . In Uganda production is dominated by BAT, which controls 93 per cent of the market through its subsidiary BAT-Uganda (BATU). It is a formidable player in the Ugandan economy. By 2003 it was producing 1.7 billion sticks per year. It is also one of the largest companies in Uganda, with more than 2800 employees in 2003, of which 563 were permanent, 847 were contractual and 1452 were part-time employees. It exerts immense influence on the economy by purchasing tobacco from 65 000 contract farmers, other inputs from 200 more suppliers, paying taxes and selling tobacco locally and internationally (BATU, 2003) . Over the years, especially with the demise of cotton-growing, tobacco has become one of Uganda's key exports. In 2000, 96 per cent of BATU's output was exported, earning US$35-40 million in hard currency. In the same period the company paid US$4.5 million in excise, value-added and income taxes. BATU is therefore a significant and important feature of Uganda's economic landscape. It directly or indirectly affects the lives of over 600 000 people, including employees, farmers, customers and suppliers. As a result it is critical to the development debate in Uganda.
While some may debate whether firms like BATU should be producing tobacco at all, this chapter focuses on the impact of this firm on the social economy of Uganda. After reviewing BATU's history, this chapter examines its operating philosophy and internal relations. Guided by initiatives from its global headquarters, BATU has made significant efforts to upgrade relations with employees and suppliers at its production and manufacturing sites. Next, I focus upon how BATU has managed its relationship with its largest group of stakeholders, the contract farmers. While BATU has attempted in several ways to become a socially responsible business with respect to its main operations, its impact on tobacco farmers remains open to severe criticism. BATU buys tobacco in a traditional way that leaves the farmers vulnerable and impoverished. Further, its relationship with its resource base is far from exemplary. The overall impact of BATU on Uganda therefore appears mixed. Can BATU operate any differently at the back end of its business, especially where it has to deal with vulnerable and less-empowered groups? What policies, if any, would help BATU achieve a more acceptable resolution of the negative externalities of its business? These questions can be answered only by observing actions, understanding their causes and exploring alternatives.
History, strategy and relation to business suppliers
The British American Tobacco Group was founded in 1902 and made its first foray into Uganda in 1927 by introducing commercial varieties of tobacco (BATU, 2002c) . The next year it built a cigarette factory in Jinja, Uganda, for the East African Tobacco Company. In 1949 it acquired this company, and in 1965 formed BAT Uganda Limited. As a result of nationalization, BAT ceased operations in 1972. BAT returned to Uganda in 1984, and repossessed 70 per cent control of its Ugandan assets. In 1998 the company changed its corporate image and name to British American Tobacco Uganda (BATU). Two years later the government divested its 30 per cent, selling one-third of these shares through the Uganda Stock Exchange (USE). BATU remains a subsidiary of British American Tobacco (BAT) PLC of UK, which has effective control of 90 per cent of the authorized share capital: 70 per cent directly and 20 per cent through Precis BV, a subsidiary of BAT Investments Limited. Local Ugandan institutions and members of the public own the remaining 10 per cent of BATU.
BATU is classified as an operating company, which means that it is mainly a tobacco-growing and leaf-production site. Its activities are spread through four leaf-growing regions: West Nile, Bunyoro-Mubende, North KigeziRukungiri and Lira/Middle North. The field survey for this study was carried out in the Masindi-Hoima area of the Bunyoro-Mubende region, where dark
